



















We are grateful to Alan Hess, Peter Knez, Lawrence Kryzanowski, Anthony Lynch, Paul Malatesta,
Ron Schoenberg, Rob Stambaugh, William Ziemba, an anonymous referee and seminar participants
at the following universities for useful feedback: Chicago, Laval, Northwestern, Wharton and the
University of Washington.  This paper was also presented at the May, 1996 National Bureau of
Economic Research Asset Pricing Program, the 1996 Northern Finance Association meetings, the
1996 Conference on Financial Economic and Accounting and the 1997 American Finance Association
meetings.  Ferson acknowledges financial support from the Pigott-Paccar professorship at the
University of Washington.  Any opinions expressed are those of the authors and not those of the
National Bureau of Economic Research.
© 1998 by Connie Becker, Wayne Ferson, David Myers and Michael Schill.  All rights reserved.
Short sections of text, not to exceed two paragraphs, may be quoted without explicit permission
provided that full credit, including © notice, is given to the source.Conditional Market Timing with Benchmark Investors
Connie Becker, Wayne Ferson, David Myers
and Michael Schill
NBER Working Paper No. 6434
February 1998
JEL Nos. G11, G12, G14, G23
ABSTRACT
This paper tests models of mutual fund market timing that (1) allow the manager's utility
function to depend on returns in excess of a benchmark; (2) distinguish timing based on lagged,
publicly available information variables from timing based on finer information; and (3) simultaneously
estimate the parameters which describe the public information environment, the risk aversion and the
precision of the fund's market timing signal.  Using a sample of more than 400 U.S. mutual funds for
1976-94, the estimates imply that mutual funds behave as risk averse, benchmark investors.
Conditioning on public information variables improves the model specification, and after controlling
for the public information we find no evidence that funds have significant market timing ability. 
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